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PURPOSE 

The  purpose  of  this  report  is  to  update  the  Legislative  Finance  Connmittee  (LFC) 
on  activities  relating  to  a  portion  of  Senate  Bill  32  (SB  32),  "an  act  providing 
financial  incentives  to  state  agencies  and  employees,  except  directors  and  legislators, 
and  to  non-employees  who  save  costs  in  and  improve  the  effectiveness  of  state 
government". 

This  report  addresses  only  that  portion  of  SB  32  that  amended  section  17-7-304, 
MCA,  the  disposal  of  unexpended  appropriations  to  allow  agencies  to  retain  30% 
of  certain  unexpended  budget  authority  provided  for  in  the  general  appropriations 
act  for  two  years  following  the  end  of  a  fiscal  year.  This  authority  is  referred 
to   as   carry-forward   authority. 

SB  32  was  passed  by  the  November  Special  Session  of  the  53rd  Legislature.  It 
became  effective   on   passage   and   approval   for  a   four  year  window   period. 


BACKGROUND 

The  intent  of  the  30%  portion  of  SB  32  is  to  counterbalance  the  incentive  in  the 
budget  process  to  spend  rather  than  revert  surplus  authority  and  (according  to  the 
Office  of  Budget  and  Program  Planning  [OBPP])  for  agencies  to  achieve  equity 
with  the  Montana  University  System  which  in  the  regular  session  of  the  52nd 
Legislature  was  authorized  to  allow  all  unexpended  appropriations  for  the  units  to 
revert  to  an  account  held  by  the  Board  of  Regents.  The  Montana  University 
System  exception  became   effective   July    1,    1991    and   terminates   July    1,    1996. 

The  30%  provision  of  SB  32  sunsets  July  1,  1997.  The  OBPP  interprets  the 
sunset  provision  to  permit  the  carry-forward  appropriations  that  will  be  created  from 
fiscal  year  1996  and  1997  general  act  authority  to  continue  for  the  full  two  year 
period  ending  June  30  of  fiscal  year  1998  and  1999,  respectively.  OBPP  has 
encouraged  agencies  to  document  both  benefits  and  cost  reductions  realized  as  a 
result  of  this  legislation  stating  that  the  information  may  be  useful  in  seeking 
authorization   for  carry-forward   authority   beyond  the   July    1,    1997   sunset. 


PROCEDURES 

Montana  Operations  Manual  Management  Memo  2-94-7,  which  became  effective  on 
May  20,  1994  was  issued  by  the  OBPP  to  describe  the  general  procedures  for 
requesting  establishment  of  the  carry-forward  appropriation  authority  pursuant  to  the 
provisions  of  SB  32.  The  procedures  set  forth  in  the  management  memo  are 
applicable  to  all  state  agencies  regardless  of  approving  authority  (except  the  Montana 
University   System   prior  to   July    1,    1996). 


For  those  agencies  for  which  the  OBPP  is  the  approving  authority,  requests  to 
estabUsh  carry-forward  appropriation  authority  must  document  the  recommended 
investment  in  people,  equipment  and/or  other  infrastructure  and  how  that  investment 
is  planned  to  increase  productivity,  reward  exemplary  performance,  permanently 
reduce    future   costs,   or   otherwise   increase   the   effectiveness   of  state   service(s). 

The  management  memo  provides  detailed  instructions  for  determining  at  the  program 
level  the  carry-forward  appropriation  amounts  for  any  particular  fiscal  year  by  fund 
type. 

OBPP  will  routinely  determine  the  actual  expenditure  amounts  by  program  from 
administrative  budgeted  expenditure  categories  and  make  these  reports  available  to 
the   agencies   (and   the   LFA)   by   late   August   of  each   year. 

Agencies  will  adjust  the  original  operating  plan  for  administrative  expenditure 
categories  by  the  amounts  associated  with  program  transfers  and  reorganizations, 
operating  plan  changes,  interagency  transfers,  appropriation  transfers,  and  biennial 
appropriations  generally  excluding  the  impact  of  movement  from  non-administrative 
budget  categories  and  excluding  ail  supplemental  and  administrative  appropriation 
authority  even  if  the  authority  was  related  to  the  administrative  budget  categories. 
Although  not  prohibited  under  the  law,  OBPP  has  discouraged  agencies  from  using 
carry-forward  authority  derived  from  contingency  appropriations.  Contingency 
appropriations  will  be  examined  on  a  case-by-case  basis  to  determine  whether  such 
funds   should  be   excluded  from  the  calculation  of  carry-forward   authority. 

Agencies  will  determine  the  carry-forward  amounts  by  simply  subtracting  the 
administrative  category  expenditure  amounts  reported  by  the  OBPP  from  the  adjusted 
operating  plan  amounts.  The  carry-forward  amounts  are  then  to  be  allocated  by 
the  agencies  to  fund  types.  This  allocation  process  will  consider  both  the  funding 
sources  for  eich  program  and  the  actual  reverted  appropriation  authority  amounts 
available.  Use  of  a  particular  fund  type  will  be  limited  to  the  actual  reverted 
authority  in  that  fund  type.  Individual  accounting  entity  restrictions  regulating  fund 
utilization   will  be   applied  to  carry-forward   appropriation   authority. 

Agencies  must  justify  any  requests  for  general  fund  carry-forward  appropriations  if 
non-general  fund  amounts  are  available,  consistent  with  the  statutory  requirement  in 
17-2-108,   MCA,   that   agencies  expend   all   non-general   fund   authority   first. 

Agencies  may  request  establishment  of  carry-forward  appropriations  at  any  time 
during  the  next  fiscal  year.  At  the  time  the  carry-forward  appropriation  authority 
is  established,  the  amount  of  the  (source)  reverted  appropriation  authority  will  be 
reduced.  OBPP  will  not  adjust  any  carry-forward  appropriations  due  to  subsequent 
adjustments   to   prior  year  accruals   or  expenditures. 

Carry-forward  appropriations  may  be  established  in  programs  other  than  the 
originating  program  and  without  regard  to  restrictions  that  may  have  been  applicable 
during    the    original    appropriation    authorization   period.       Carry-forward   appropriation 


authority  may  be  used  for  non-administrative  expenditure  categories.  Agencies  are 
allowed  to  use  carry-forward  authority  "for  any  purpose  consistent  with  the  goals 
and   objectives   of  the   agency". 

The  OBPP  will  work  closely  with  the  agencies  in  the  determination  of  the  carry- 
forward  amounts. 


CONCLUSION 

While  this  legislation  is  of  panicular  interest  in  terms  of  how  it  will  impact 
reversions  and  fund  balance  projections  for  the  general  fund,  the  OBPP  has  not 
established  a  deadline  prior  to  the  end  of  each  fiscal  year  for  agencies  to  submit 
requests  to  establish  the  carry-forward  appropriations.  The  absence  of  an  earlier 
deadline  for  submission  of  carry-forward  requests  in  conjunction  with  the  ■  manual 
effort  required  to  compute  the  carry-forward  amounts  remove  the  likelihood  that 
there  can  be  a  realistic  measurement  of  the  impact  of  the  legislation  until  the  end 
of  each  fiscal  year.  It  will  be  possible,  however,  on  an  ongoing  basis  for  the 
Office  of  the  Legislative  Fiscal  Analyst  to  identify  the  carry-forward  appropriation 
authority  that  has  been  established  and  to  monitor  the  expenditures  that  have  been 
made  as  a  result  of  the  provisions  of  SB  32.  Our  findings  will  be  incorporated 
into   reports   made   to   the   Legislative   Finance  Committee. 

As  was  determined  at  the  time  the  Montana  University  System  reversion  exclusion 
was  enacted,  the  fiscal  impact  of  that  legislation  is  not  able  to  be  reported  unless 
it   can   be/is   measured   by   the   Montana  University   System. 

Because  there  were  neither  specific  timing  requirements  nor  reporting  requirements 
incorporated  in  SB32,  the  LFC  may  wish  to  recommend  that  language  be  adopted 
to  require  the  OBPP  to  report  on  any  benefits  and  cost  reductions  associated  with 
this  legislation,  similar  to  the  requirements  in  17-7-304(2),  MCA,  that  the  Board 
of  Regents  shall  communicate  their  plan  for  expenditure  of  unexpended 
appropriations  to  each  legislature  and  to  the  Legislative  Finance  Committee  when 
the   committee   requests   that  a  report  be   made. 
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